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OATH OR AFFIRMATION

l; . Mmlwc(/- K HIIF‘-}Q

| swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statements and

supporting schedules pertaining to the firm of Introducing Broker’s Alliance, Inc..

D/B/AIntroducing Brokers Alliance, Inc., are true and correct. | further swear (or

' afﬂrm) that neither the company, nor any shareholder, proprietor, principal, officer

or director has any proprletary mterest in any account classmed solely as that of

a customer.

I

/ 1 Ny

N T Tficial Seal s
)0 ary %H%' INE G. PUTRIM
; Notary Public - State of Illinois | J
: My Commission Expvres Apr. 3 2004
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| DIMAGGIO VERAJA & COMPANY, LLC -
Certified Pubhc Accountants & Busmess Consultants

567 James Court
Glendale Heights, IL 60139-3206
Phone (630).790-4269 ® Fax: (630) 942-8269

'INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Introducing Broker’s-Alliance, Inc.
D/B/A Introducing Brokers Alliance, Inc.
190 South LaSalle Street, 7 Floor

4 Chicago,‘Illinois 60603

We have audlted the accompanying statement of financial condition of Introducing Broker G
Alliance, Inc., D/B/A Introducing Brokers Alliance, Inc. as of March 31, 2003 and the related -
statements of operations, changes in shareholders’ equity, and cash ﬂows for the year then
ended. These financial statements are the responsibility of the Company’s management. Our
‘responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance that the
* financial statements are free of material misstatement. An audit includes -examining, on a test
. basis, evidence supporting the amounts-and disclosures in the financial statements. An audit also
includes - assessing the accounting principles used and significant estimates made by
~ management, as well as evaluating the overall ﬁnanc1al statement presentation. We beheve that
our audit provides a reasonable basis for our opinion. - ~

In our opinion, the ﬁnan_c1a1 statements referred to above present fairly, in all material respects,
the financial condition of Introducing Broker’s. Alliance, Inc., D/B/A Introducing Brokers
Alliance, Inc. as of March 31, 2003, and the results of its operations and its cash flows for the
© year then ended in conformity w1th U. S. generally accepted accounting pr1nc1ples

Our audlt was conducted for the purpose of formmg an op1n10n on the basic ﬁnanc1al statements
taken as a whole. The information contained on pages 14.through 16 is presented for the
‘purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all materlal respects in relation to the
basic financial statements taken as a Whole o

‘«;O MOS,%M Vw Q'mu/b

Glendale Heights, Ilhn01s
- November 12, 2003 .
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The accompanying notes are an integral
part of these financial statements
C 5



~ TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

DIMAGGIO, VERAJA & COMPANY, LLC

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

NAME (if individual, siatg Iést, first, middle_name) ‘ — C . o . , . n

' 70

~ ADDRESS

)

567 JemesCourt " ["71] “Glendale Heights © [ 72 L [73 60139
: " Numberand Street * -~ - City - - o Stete . "Zip Code

- Certiﬂed Public'Acc;ounfant ‘

CHECK ONE

. . FOR SEC USE
DPu_blic'Accoumaht . '

~{ ~f ~¢
-~ [#] (8]

’ DAccountant not resident in United States

or any of its possessions

- DO NOT WRITE UNDER THIS LINE...’FQR SEC USE ONLY

' WORK LOCATION | - REPORT DATE | DOC.SEQ.NO. |- -CARD

I S ‘ SEC 1696 2 of 16
The accompanying notes are an integral - o

part of these financial statements. .

} e .




- - - .. i - ' - .

INTRODUCING BROKER'S ALLIANCE, INC.
DIBIA INTRODUCING BROKERS ALLIANCE, INC.

STATEMENT OF FINANCIAL CONDITION

 AS OF MARCH 31,2003

" ASSETS

Cash
, Marketable securmes at fanr value g

TOTAL ASSETS

SHAREHOLDERS' EQUITY

Stockholders' equnty .
Common stock, no par value, 1,000 shares authorlzed
. 1,000 shares |ssued and outstanding
Additional paid-in capital '
Retained earnings '

TOTAL SHAREHOLDERS EQUITY

. The ac_bompanyinghbfes are an integfal part‘
of these financial statements
: -y .

. 6,204

52,470

58,674

35,000
115,582
(91,908)

58,674



INTRODUCING BROKER S ALLIANCE INC.
D/B/IA INTRODUCING BROKERS ALLIANCE INC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDE‘D.MARCH 31, 2003

REVENUE ‘ - \ : _ , : ‘
Consulting fees ' PR ‘ - _ $ 10,346 .

Total revenue ' ’ - » ' 10,346

OPERATING EXPENSES

Bank service charges A - o 401
" Dues and subscriptions | RPN S T 1,504
Licenses and permits ‘ S . ‘ o . 100
. Postage I , o - ‘ 10
‘Professional fees - o : ' ' 880
Telephone | ‘ ‘ o L - 614
Unrealized loss on securities o o 34,850
Website development and expenses o - 7. 12,200
- Total operating expenses . I S 50,559
Net income (Ioss).before other income and expenses - , (40,213)

OTHER INCOME AND EXPENSES

Other income - interest C a2 ' o . 101
Other expense - bad debt - o : C . (18,000) -
Total other income and expenses ‘ S . v - (17,899)
 NETINCOME (LOSS)  © s (58,112)
Retained ‘e,arnings, beginning of year " ‘ o o $ ‘ . (33,786)
Retained earnings, end of year ‘ R o $ (91,908)

The accompanyi_né notes are an integral part
» of these financial statements
g ‘




" INTRODUCING BROKER'S ALLIANCE, INC.
'D/B/A INTRODUCING BROKERS ALLIANCE, INC.

STATEMENT OF CHANGES.
'IN SHAREHOLDERS' EQUITY

‘FOR THE YEAR ENDED MARCH 31, 2003

Additional - Retained

Total

- The accompanying notes are an integralr part, -
‘ . of these financial statements
g ,

Cdmmon‘ . Paid-in o " Earnings Sharenolders

| ‘ .Stocl:k Capital o »(Deﬁcit) | CEquity

| Balance - begi'h‘ni_ng of year $ , 35,000 S 53,369 $v -(33,796)‘ 3 54,573
Capital cbmributions B o o - 62',213" | 623213
Netincome | o | B (58,112) . K (58.112)'
Balance‘-endéfyeér ‘ $ . 35000 @ § Av 115582 & (91.008) S | 58 674



INTRODUCING BROKER'S ALLIANCE, INC.
‘DIB/A INTRODUCING BROKERS ALLIANCE, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2003

' Cash provnded by operatmg actlvmes

Net income (loss) , . ~ s (58,112)
AdJustments to rconcile net | mcome to net '
cash provided by operating actlvmes
(Increase)/decrease in assets

- Receivables-related party - 4 o - 18,000
Investments e S ' - (52,470)
' ‘ : (92,582)

Cash applled to flnancmg actlwtles

. Capital contrlbutlons - : L S 62,213

. SRR ' C 62,213

_Net increase/(decrease) in ¢ash and cash équiyalents : Co ' ‘ (30,369)
‘Cash and cash equivalents, beginning of year | o ‘_ - B . 36,573
Cash and cash eguivaients, end of year o 8 6,204

~The accompanylng notes are an lntegral part
of these financial statements ‘
10



INTRODUCING BROKER’S ALLIANCE, INC.
D/B/A INTRODUCING BROKERS ALLIANCE, INC.

NOTES'TO'THE FINANCIAL STATEMENTS

" FOR THE YEAR ENDED MARCH 31, 2003

NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES |

Organization — The Company was incorporatedlinthe state of lllinois on December 12, 1997. The Company
is registered with the Securities and Exchange Commission is a member of the National Association of

Securities Dealers, Inc. - The Company was also registered with the Commodities Futures Trading

Commission and was a member of the National Futures Assocuatlon however, withdrew its membershlp on
March 30, 2003. , ' :

Basis of Accountinq

The Company’s financial statements are prepared on the accrual basis of accountlng wh|ch conforms to U.S.
generally accepted accountmg prmmples

, Accountlnq Estimates

The preparation of financial statements in cenformi'ty with U.S. generally accepted accounting principles

- requires management to make estimates and assumptions that affect the reported amounts of assets and
" liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and

reported amounts of revenues and expenses dunng the reported period. Actual results could differ from
those estimates. - ‘

‘Cash Equivalents

For the purposes of the statement of cash flows, the Company’s policy for defining cash equivalents are -
certificates of deposits and U.S. government obligations with an original maturity date, when acquired by the

~ Company, of less.than 90 days and those securities registered under the Investment Company Act of 1940

which are compnsed of cash and other short-term debt mstruments and commonly referred to as “money
market funds.” : '

Foreign Currency Translation

Assets denominated in foreign currencies are translated at year-end rates of exchange, while the income
statement accounts are translated at average rates of exchange for the year Galns or losses resultlng from

- foreign currency translations are included in net income.

- Securmes Transactions

The Company has classified its securmes portfollo as “tradlng securities”. Securities‘are valued at market
value. : '

- Advertising and Promotion '

The Company expenses- adver’usmg costs as they are incurred. During the year ended March 31 2003, the
Company incurred marketing expenses in the amount of $12,200 for the development and maintenance of it's
Internet websﬁe : , _

A1




NOTE 2- RELATED PARTY TRANSACTIONS

During the year ended March 31, 2003, ‘the Corhpany wrote off an account receivable in the amount of
$18,000 owed from a related party for consulting fees. This is classified in the Statement of Operations as a
bad debt expense. : :

NOTE 3 - NET CAPITAL REQUIREMENTS

As a registered broker/dealer and member of the National Association of Securmes Dealers, Inc. and the
National Futures Association, the Company is subject to the Securities and Exchange Commission-Uniform
Net Capital Rule (rule 15¢3-1) and the Commodities Futures Trading Commission Regulation 1.17(A)(1)ii)
which require the maintenance of minimum net capital and require that the ratio of aggregated indebtedness
to net capital, both as defined, shall not exceed 1500%. At March 31, 2003, the- Company’s net capital as

. computed pursuant to the rules of the National Securities Dealers Association was $6,204, which was $1, 204‘

more than the minimum net capital requirement of $5,000. The Company'’s ratio of aggregate indebtedness
to net capital was 0%. :

-On March 30, 2003, the Company withdrew its merhbership from theNationaI‘Futvures ‘Association, so as of -

that date, was no longer subject to the Commodities Futures Trading Commission regulations.

NOTE 4 -  INCOME TAXES

The Company has elected S Company status for federal income tax purposes and reports its income on a
calendar year basis. Income taxes are therefore the responsibility of the Company’s individual shareholders.

NOTE 5 — MARKETABLE SECURITIES

Marketable securities are held primarily for the purpose of selling them in the near term and the Company
has classified these as trading securities, which have been reported at fair market value with realized, and
unrealized gains and losses included in earnings. These marketable securities are denominated in Australian
dollars, and have been converted to U.S. dollars at the current market rate on March 31, 2003. Balances at
March 31, 2003 are as follows

Fair Value Unrealized
- Qriginal - at v - Gainf(loss)
Security ' Cost 3/31/2003 at 3/31/2003

" GoConriect Limited : . , o
1,180,000 shares $87320 - $52470 3 (34.850)

NOTE 6 — CLEARING AGREEMENT WITH OFF BALANCE SHEET CREDIT RISK

- The Company has entered into an agreement wrth a Futures Commrssron Merchant (FCM) to forward

(introduce) customer transactions involving the purchase and sale of futures, forward and foreign exchange
contracts, delayed deliveries and other financial instruments to the FCM, fully disclosing the customer name

- and other information. All customer accounts opened with the FCM must have a minimum deposit of $10,000

-12-




to assure performance under the agreement. The processmg and, if applicable, any financing pertaining to
the introduced transactions are performed by the FCM. - The customer account is therefore maintained and
recorded in the books and records of the FCM on the Company s behalf. Either party with 30 days prior
notifi catlon may terminate thls agreement o ,

. In consideration for introducing customers to the FCM, the Company receives commissions and other

consideration, less the processing and other charges of the FCM. As part of the terms of the agreement
between the Company and the FCM, the Company is held responsible for any losses arising when the
customers introduced by the Company to the FCM fail to meet their contractual commitments pertaining to
the purchase, sale and possible financing of securities transactions and other financial instruments. The
Company may therefore be exposed to off-balance sheet risk in the event the customer is unable to fulfill its
contracted obligations and it is necessary for the FCM to purchase or sell the financial instruments at a loss..

- The Company's exposure to risk would consist of the amount of the loss realized and any additional
: _expenses incurred pertaining to the transactlon or other customer activity.

~On March 30 2003, the Company withdrew its membersh|p from the Natlonal Futures Assomahon so as of
that date, this agreement was no Ionger in effect. :

NOTE 7 — SUBSEQUENT EVENT

On September 22 2003, the Company was sold to Peregrine FlnanC|a| Group Inc. as a whoIIy owned
subsidiary. :

13-
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INTRODUCING BROKER'S ALLIANCE; INC.
D/B/A INTRODUCING BROKERS ALLIANCE INC.

COMPUTATION OF NET CAPITAL AND AGGREGATE INDEBTEDNESS
. PER UNIFORM NET CAPITAL RULE 15C3-1
" AND CFTC REGULATION 1.17 (A)(1)(ii)

' AS OF MARCH 31, 2003

COMPUTATION OF NET CAPITAL

-Total sharehclders’ equrty L . : o $ 58,674
Deductions: : o o
Nonallowable assets L ' , o (62,470)
CNETCAPITAL . .8 6204

COM‘PUTA'/I’ION OF BASIC NET CAPITAL REQUIREMENT“
Minimum net capital requirement (6 2/3% of total

aggregate indebtedness - _ ' : $ .
Minimurﬁ\dollarhetcapit'el‘requirement s
Net capital requirement B o o . 3

) COMPUTATION OF AGGREGATE INDEBTEDNESS

Total liabilities . : , - -8

Perbentage of Aggregate'lndebtedness to Net Capital o .‘ $

- RECONCILIATION'WITH COMPANY'S COMPUTATION (INCLUDED

IN PART HA OF FORM X-‘17A‘-5 AS OF MARCH'3'1 2003

Net Capltal as reported in Companys Part lIA (unaudlted )
‘FOCUS Report - , A -5

Audit .adjustments o

Net Capital, perabove - - 8

See’ accompanyrng audltors report
14

. 5,000
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'DIMAGGIO, VERAJA & COMPANY, LLC
“Certified Public Accountants & Business Consultants

. 567 James Court
~ Glendale Heights, 1L 60139- 3206
Phone (630) 790-4269 @ Fax: (630) 942:8269

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY THE SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

"To the Board of Directors

Introducing Broker’s Alliance, Inc. .
D/B/A Introducing Brokers Alliance, Inc.
190 South LaSalle Street, 7" Floor
Chrcago Illmors 60603 ‘

[n planning and performmg our audit of the ﬁnancral statements ofIntroducmg Brokers Allrance Inc.
for the year ending March 31, 2003, we considered its internal control structure, including procedures

for safeguarding securities, in order to determine.our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal

comro] structure.
Also, as required by rule }17a'-.5(kg)(1)' of the Securities and Exchange Commission (SEC), we have -
made a. study of the practices and procedures followed by the Company, including tests of such

‘practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in

making the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a) (11)

- and the procedures for determining compliance with the exemptive provisions of rule [5¢3-3

Because the Company does not carry securities accounts for customers or perform custodial functions

- relating to" customer securities, we did not revrew the practlces and procedures followed by the

Company in any of the following”

1. Making quarterly securities examinations, counts, verifications and comparisons

o

Recordation of differences required by rule 17a-13

Complying with the ‘require‘me’nts for prompt payment- for securities under Section 8 of
Federal Reserve Regulation T ofthe»Board of Governors of the Federal Reserve System.

(WS}

The management of the Company 1S responsrble for establ rshmg and mamtarmng an internal control .
structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates.and judgments. by management are required to assess the expected benefits

" and related costs of internal control structure policies and procedures -and of the practices and
o procedures pdferred to in ‘the preceding paragraph and to assess whether those practices and
- procedures can be expected to achieve the SEC’s above mentioned objectives. Two of the objectives

of an internal control structure are to provide management with reasonable, but not absolute,
assurance that assets for which the Company has responsibility for are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit preparation of financial statements in conformity with

15




Us. generally accepted accounting principles.. Rule 17a- S(g) hsts addltlonal “objectives of the
practrces and procedures listed in the precedmg paragraph :

Because of the inherent hmltatlons in any internal control structure or the practrces and procedures
referred to above, errors or irregularities may occur and not-'be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate because of

changes in conditions or that the effectiveness of their design and operation may deteriorate. '

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control structure elements does not reduce to a relatively
low level the risk that errors or irregularities in dmounts that :would be material in relation to the
financial statements  being audlted may occur and not be detected within a timely period by
employees in the normal course of performing their a551gned functrons However, during our study .
and evaluation, two matters came to our attention.- The first matter was that a lack of segregation of
functions existed. Although this condition may be considered to be a material weakness in internal
control, it is a common condition in entities of this size, and as of the date of this report, this matter
had been corrected and is now resolved. The second matter is that the Company fell below its capital
requirements both during, and subsequent to the year under -audit, and did not make the required
notifications under SEC Rule 17a-11 on a timely basis. This matter has been subsequently corrected,
and all required. notifications are in the process of being made to the SEC and the NASD. The
Company is under new ownershrp, and the appropriate measures have been taken to ensure the
capital requirements. are maintained and this condition does not reoccur. These conditions were
considered in determining the nature, timing and extent of the procedures to be performed in our
audit of the financial statements of Introducing Broker’s Alliance, Inc. D/B/A Introducing Brokers
Alliance, Inc. for the year ended March 31, 2003, and this report does not affect our report thereon
dated November 12, 2003.. In addition, no facts came to our attention which would indicate the -
Company was not in compliance with its type k(2)(ii) exemption from the requirements of SEC Rule
15¢3-3. However, it should be noted that our examination was not directed primarily toward
obtalnmg knowledge of such noncomphance :

We understand that practlces and procedures that accomplish the .objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that
do not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. - Based on this understanding and on our study, we believe that the Company s practices
and procedures were adequate at March 31, 2003, to.meet the SEC s ob_] ectives,

This report is intended solely for the use of management, the Securities and Exchange Commission,
the National Association of Securities Dealers and other regulatory agencies which rely on Rule 17a-
5(g) under the Securities and Exchange Act of 1934 1n their regulation of reg1stered brokers and

- dealers, and should not be used for any other purpose.

D, (Moggio, VM&?“’” ¢ @"z’”g R
Glendale Heights, Illinois = _ ‘ .
November 12, 2003
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